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ARTICLE VIII 
COLLATERAL SECURITY 

SECTION 8.01. COLLATERAL SECURITY. ,a) TO secure payment and 
performance of all of the Obligations, each of KMC III, Leasing III, Telecom.com 
and Services hereby grants, and each of the other Borrowers hereby reaffirms. 
grants and hereby regrants, to the Collateral Agent for the benefit of the 
collateral Agent, the Agent and the Lenders. to the extent permitted by law, a 
=ighr Of setoff against and a continuing security interest in and to all of such 
So~ro~er's tangible and intangible personal property, fixtures and real peoperty 
leasehold and easement interests, whether now owned or existing, or hereafter 
acquired or arising, wheresoever located, including, without limitation. all of 
the following property, oz interests I" property: lai all machinery. eq"l*IW"f, 
Telecommu"icatio"S Equipment and fixtures, including without limitation, fiber 
optic and other cables, transmission and switching equipment, tranSmlSSlO" 
facilities, cOnnectlO" equipment, conduit, carrier pipes. junctions, 
rege"erators, power sources, alarm systems, electronics, StrUctureS and shelters 
and cable laying equipment; (b) all Acco""ts, accO"ntS receivable, other 
receivables. contract righrs, leases, chattel paper, investment property. and 
general intangibles of such Borrower (including. without limitation, goodwill, 
going Concern value, patents, trademarks, trade names, service marks, 
blueprints, designs, product lines and research and development], including, 
without limitation, all of such Borrower's rights under all present and future 
Governmental Approvals, permits, licenses and franchises heretofore or hereafter 
granted to such Borrower for the operation and ownership of its Systems 
(excluding licenses and permits issued by the FCC, any PVC or any other 
Governmental Authority co the extent. and only to the extent, it is unlawful to 
grant a security interest in such licenses and permits, but including, to the 
maximum extent permitted by law, all rights incident or appurtenant to such 
licenses and permits, including, without limitation, the right to receive all 
proceeds derived from or in connection with the sale, assignment or tra"sfer Of 
such licenses and permits). whether now owned or hereafter acquired by such 
Borrower, or in which such Borrower may now have or hereafter acqure a" 
interest; (ci all instruments, letters of credit. documents of title, policies 
and certificates of. insurance, SeC"ritleS, bank deposits, deposit acco~nfs 
Iincluding such Boxrower*s Collection Accounts), checking accounts and cash now 
or hereafter owned by such Borrower, or in which such Borrower may now have or 
hereafter acquire a" ~"cerest; Id) all inventory, including all merchandise, raw 
materials, work in process, finished goods and supplies, "ow or hereafter owned 
by such Borrower or in Which such Borrower may "ow have or hereafter acquire a" 
interest: (el all of such B~rr~wef's leasehold interest in any real property, 
all of such Borrower's l icenses, easements and fights of way with respect to 
real property: !f) all accessions, additions or improvements to, substitutions 
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for and all proceeds and products of, all of the foregoing. 
of insurance; 

including proceeds 
and ,g, all books, records, documents, 

relating to all of the foregoing. 
computer tapes and discs 

SECTION 8.02. PRESERVATION OF COLLATERAL AND PERFECTION OF SECURITY 
INTERESTS THEREIN. Such Borrower shall execute and deliver to the Collateral 
Agent for the benefit of the Collateral Agent, the Agent and the Lenders, 
to the Closing Date, 

prior 
and at any time or times thereafter at the request Of the 

Co&lateral Agent, all financing statements or other documents (and pay the cost 
of filing or recording the same in all public offices deemed necessary by the 
Collateral Agent), as the Collateral Agent may request, 
to the Collateral Agent, 

in a form satisfactory 

the Collateral 
to perfect and keep perfected the security interest in 

granted by such Borrower to the Collateral Agent or to otherwise 
protect and preserve the Collateral and the Collateral Agent's security interest 
therein or to enforce the Collateral 
Collateral. 

Agent's security interest in the 
Should such Borrower fail to-do so, 

authorized to sign any such financing 
the Collateral Agent is 

Borrower further agrees that a carbon, 
statements as such Borrower's agent. Such 

photographic or other reproduction of 
this Agreement or of a financing statement is sufficient 
stateme"r. 

as a financing 
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SECTION 8.03. APPOINTMENT OF THE COLLATERRL AGENT AS THE BORROWERS' 
ATTORNEY-IN-FACT. Such BOrrOwer hereby irrevocably designates, makes, 
constitutes and appoints the Collateral Agent land all persons designated by rhe 
collateral Agent, as such Borrower's true and lawful attorney-in-fact, and 
authorizes the Collateral Agent, in such Borrower's or the Collateral Agent's 
name, to, following the occurrence and during the continuance of an Event of 
Default: li) demand payment of such Borrower's Accounts: iii) enforce payment of 
Such ~orro~er's Accou"ts by legal proceedings or OtherWiSei (iii) exercise all 
of such Sorrower's rights and remedies with respect to proceedings brought to 
collect an AcCoUnti (iv) sell or assign any Account upon such teems. for such 
amount and at such time or times as the Collateral Agent deems advisable; (VI 
settle, adjust, compromise, extend or renew an Account; (vi) discharge and 
release any Account: (vii) prepare. file and sign such Borrower's name on any 
proof of claim in bankruptcy or other similar document against a" account debtor 
of such Borrower; (viii) notify the post office authorities to change the 
address for delivery of such BorLower's mail to an address designated by the 
Collateral *gent, and open and deal with all mail addressed to such Borrower; 
(ix) do all acts and things which are necessary, in the Collateral Agent's sole 
discretion, to fulfill such Borrower's obligations under this Agreement; (Xl 
take control in any manner of any item of payment or proceeds thereof; (xi) have 
BCCSSS to any lockbox or postal box into which such Borrower's mail is 
deposited; (xiii endorse such Borrower'S name upon any items of payment or 
proceeds thereof and deposit the same in the Collateral Agent's account on 
account of the Obligations; (xiii) endorse Such Borrower's name upon any chattel 
paper, document, instrument, invoice, or similar document or agreement relating 
to any Account or any goods pertaining thereto; and (xiv) sign such Borrower's 
name on any verification of Accounts and notices thereof to account debtors. 

SECTION 8.04. COLLECTION OF ACCOUNTS AND RESTRICTED ACCOUNT 
Arrangements. Such Borrower hereby represents and warrants that each depository 
account I"COLLECTION ACCOUNT") now maintained by such borrower at any bank 
("COLLECTION AGENT"1 for the collection of checks and cash constituting proceeds 
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of Accounts and sales of other personal property which are part of the 
Collateral is identified on SCHEDULE 8.04 attached hereto and made a part 
hereof. With respect to each Collection Account, such Borrower shall, no later 
than the Closing Date, deliver (to the extent not previously delivered pursuant 
to the Existing Agreement) trJ the Collateral Agent. a "RESTRICTED ACCOUNT 
AGREEMENT" substantially in the form of EXHIBIT N attached hereto and made a 
part hereof, duly executed and delivered by such Borrower and the applicable 
Collection Agent. 
of written notice 

authorizing and directing such Collection Agent, upon receipt 
from the Collateral Agent that an Event of Default has 

occurred and is continuing, to deposit all checks and cash received into a 
restricted account (a "RESTRICTED ACCOUNT") and remit all amounts deposited in 
such Restricted AccoU"t to the Collateral Agent's account specified in such 
Restricted Account Agreement until such time as the Collection Agent receives 
written notice from the Collateral Agent rescinding such instruction. S"ch 
Borrower shall, following the occurrence and during the continuance of a" Event 
of Default and any subsequent request by the Collateral Agent therefor, take 
such further action as the Collateral 
effect the transfer of exclusive 

Agent may reasonably deem desirable to 
ownership and control of the Restricted 

Accounts and all Collection Accounts to the Collateral Agent. Until all of the 
Obligations have been indefeasibly paid in full, such Emr*cwer agrees not to 
enter unto any agreement or execute and deliver any direction which would 
modify, impair or adversely affect the rights and benefits of the Collateral 
Agent under any Restricted Account Agreement. 
establish or maintain any Collection Account 

Such Borrower shall not open, 
(other than those identified on 

SCHEDULE 8.04 hereto) without first having delivered to the Collateral Agent a 
duly executed and delivered Restricted 
Collection Accou"t. 

Account Agreement with respect to such 
Such Borrower shall notify the Collateral Agent in writing 

not less than five (51 days Prior to the date it shall open or establish any 
Collection Account other than an account described o" SCHEDULE 8.04 hereto, 

SECTION 8.05. CURE RIGHTS. 
Collateral Agent, 

Such Borrower expressly authorizes the 
and the Collateral Agent may, but shall not be required to, at 

any time and from time to time, to take any and all action that it 
determines to be necessary or desirable to cure any default 

reasonably 
or violation 
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(including a payment default) of such Borrower in connection with any real 
escace lease. l icense agreement, Governmenral Approval or any orher marerlal 
lease, agreement or con~racr entered inro with respect to the Systems. 

ARTICLE IX 
EVENTS OF DEFPJJLTi RENEDIES 

SECTION 9.01. EVENTS OF DEFAULT. The following events shall each 
constitute an "EVENT OF DEFAULT": 

!a) Any Borrower shall fail to pay the principal of or inrerest on ifs 
notes or any other amounts payable hereunder or under any of the other Loan 
documents when due, whether as scheduled, at a date fixed for prepayment, by 
acceleration or otherwise, and five (51 Business Days shall have elapsed: or 
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(b) my ~oreower shall fail to observe or perform any other covenant, 
condition or agreement to be observed or performed by such BOrrOwer in any of 
the man Documenfs, and such mrrower fails to cure such breach within ten 110) 
Business Days after written notice thereof unless the breach relates to a 
covenant contained in SECTIONS 5.04, or ARTICLE "I (other than SECTION 6.05 or 
SECTION 6.07) or VII, in which case no notice or grace period shall apply, or 
unless the breach relates to SECTION 5.06, in which case an Event of Default 
shall occur on the thirtieth day following the breach without any notice 
requiremint, unless the breach shall have been cured before such date; 0r 

(cl Any representation 01 warranty made by any Borrower or KMC 
Holdings in connection with this Agreement or any other Loan Document, or the 
LO="* or any statement or representation made in any report, certificate, 
financial statement or other instrument furnished by or on behalf of such 
Sorrower or KMC Holdings pursuant to this Agreement or any other Loan Document, 
shall prove to have been false or misleading in any material respect when made 
or delivered or when deemed made in accordance with the terms hereof or thereof; 
or 

cd) Any Borrower 01 KMC Holdings shall fail to make any payment due 
(whether by scheduled maturity, required prepayment, acceleration, demand or 
otherwise) on any other obligation for borrowed money in excess of $250,000 with 
respect to any Borrower or in excess of $1,000,000 with respect to KMC Holdings, 
and such failure shall continue after the applicable grace period, if any, 
specified in the agreement or instrument relating to such indebtedness; 
other default or e"ent 

or any 
under any agreement or instrument relating to any 

indebtedness for borrowed money in excess of $250,000 with respect 
Soi-rower or in excess of 51.000,000 with respect to KMC Holdings, 

to any 
or any other 

event, shall occur and shall continue after the applicable grace period, if any, 
specified in such agreement or instrument if the effect of such default or event 
is to accelerate, 01 to permit the acceleration 
indebtedness 

of,' the maturity of such 
in excess of $250,000 with respect to any Borrower or in excess of 

$1,000,000 with respect to KMC Holdings; 01 any such indebtedness in excess of 
$250,000 with respect to any So~rower or in excess of $1,000,000 with respect to 
KMC Holdings shall be declared to be due and payable or required to be prepaid 
(other than by a regularly scheduled required prepayment) prior to the'stated 

maturity thereof; or 

le) Any Boirower or KMC Holdings shall Ii) apply for or consenr. to the 
appointment of a receiver, trustee, custodian, sequest*ator or similar official 
for such Borrower or KMC Holdings or for a substantial part of its property, 
(ii1 make a general assignment for the benefit of creditors, (iii) become 
unable, or admit in writing its inability, 
(iv) voluntarily or involuntarily dissolve, 

to pay its debts as they became due, 
liquidate or wind up its affairs, or 

IV) take action for the purpose of effecting any of the foregoing; or 

debts, 
(fl a Proceeding under any bankruptcy, reorganization, arrangement of 

insolvency or receivership law is filed~by or against any Borrower or KMC 
Holdings, or any Borrower or KMC Holdings takes any action to authorize any of 
the foregoing matters, and in the case of any such proceeding instituted against 
any Borrower or KMC Holdings (but not 
HoldingsI, either such proceeding 

instituted by any Borrower or KMC 
shall remain undismissed or unstayed for a 

period of 60 days or any of the actions Sought in such proceeding fincluding, 
Coprighr 2000 EDGAR Online. Inc. fver 1.01/2.003~ Page 186 

DC01/JENKE/I10003., 



K,,JC TELECOM HOLDl,WX NC - IO-K -Annual Reporr Dale Filed: 3/31/X00 

withouf liniraflon. the entry of an order for relief against, or the appointmen: 
Of a IeCelver, tfustee or other similar official for any BorroWeT or mc 
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Holdings oz any substantial part Of its Property) shall be granted or shall 
occur; or 

(g) e Termination went occurs which the Requisite Lenders in good 
feich believe would subject any Borrower to a material liability; or 

(h) the plan administrator of any Plan applies under Section 412ldI of 
the IRC for a waiver of the minimum funding standards of Section 412Iel of the 
IRC and the Requisite Lenders in good faith believe that the approval of such 
waiver could subject any Borrower or any ERlSA Affiliate to material liability; 
or 

ti) any Of the GO"ernmenta1 Approvals or any other license, 
Governmental Approval or other governmental consent or approval necessary for 
the continuing operation of any Borrower or any System or any other material 
Governmental Approval or approval of or material filing with the FCC, any PUC or 
any other Governmental Authority with respect to the conduct by any Borrower of 
its business and operations, including its Business. shall not be obtained or 
shall cease to be in full force and effect, which in respect of any of the 
Governmental Approvals shell, in the case of en order of the FCC, any PUC or 
other Governmental Authority having jurisdiction with respect thereto, revoking, 
or deciding not to renew, any e"ch Governmental Approval, occur upon the 
l*S"anCe of s"ch order, and, in the case of any other order revoking or 
terminacing any of the Governmental Approvals or deciding not to renew such 
Governmental Approvals prior to the termination thereof, occur when such order 
becomes final, and in each case, such event is also reasonably likely to result 
in a Material Adverse Effect; or 

tj) the FCC, any PUC or any other Governmental Authority, by final 
order, derermines ,that rhe existence or performance of rhis Agreement or any 
other Loan Document will result in a ~revocation, suspension or material adverse 
modification of any of the Governmental Approvals for any Syetem, and such 
determination is reasonably likely to result in a Material Adyerse Effect; or 

(kl for any reason any Loan Document shall not be in full force and 
effect 01 shall not be enforceable in accordance with its terms, or any security 
interest or lien granted pursuant thereto with respect to Collateral having an 
aggregate value of $500,000 or grearer shall fail to be perfected or to have its 
intended priority, or any Borrower of any Affiliate thereof shell contest the 
validity of any Lien granted under, or shall dieaffirm its obligations under eny 
toan Document; or 

(11 any BOIrower shall default under any Lucent Purchase Agreement or 
Additional Purchase Agreement, which default shall not have been cured or waived 
within the applicable grace period thereunder unless such ~orroyer is contesting 
such default in good faith by appropriate protest or proceedings and shell have 
set aside adequate reserves in accordance with GAAP; or 

Irnl for any reason, any Borrower ceases to operate any system or 
ceases to own any of its Governmental 
operation of any System, 

Approvals necessary for the continuing 
and such cessation is reasonably likely to result in a 

Material Adverse Effect; or 
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InI a judgment or judgments for the payment of money in excees of 
$250,000 individually or 5500,000 in the aggregate at any one time shall have 
been rendered against any Borrower and the same shall have remained unsatisfied 
and in effect for any period of sixty 
execution shall have been obtained; or 

160) days during which no stay of 

lo1 any Borrower is enjoined, 
the order of any court of administrative 

restrained or in any way prevented by 
or regulatory agency from conducting 
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it* business An any material respect with respect ro any one or more of its 
systems and such event 1s reasonably likely to result in a Marerial Adverse 
Effect; or 

cp) any Sorrower becomes subject to any liabilities. costs, expenses, 
damages, fines or penalties which could reasonably be expected to have e 
Meter-al Adverse Effect arising out of or related to (i) any Remedial Action in 
,--sponee to e ~eleese or ehreatened Release at any location of any Contaminant 
into the indoor or outdoor environment or (ii) any material violation of any 
Environmental Law; or 

(q) a Change of Control shall occuri or 

(r) KMC Holdings shall fail to observe or perform any covenant, 
condition or agreement to be observed or performed by KMC Holdings in the KMC 
Holdings Guaranty or in the Pledge Agreement executed and delivered by it in 
favor of the collateral Agent; or 

1s) any Borrower shall fail to observe or perform any covenant, 
condition or agreement to be observed or performed by such Borrower in any 
material agreement (other then a Loan Document or an agreement referred to in 
SECTION 9.011d)l. such Borrower fails to cure such breach within ten (10) 
Business Days after written notice thereof, and such failure is reasonably 
likely to result in a Material Adverse Effect, unless such Borrower is 
contesting such covenant, condition or agreement by appropriate proreef or 
proceedings and shall have set aside adequate reserves in accordance with GAAP. 

SECTION 9.02. TERMINATION OF COMMITMENT; ACCELERATION. Upon the 
occurrence and at any time during the continuance of any Event of Default, the 
Agent shall upon direction from the Requisite Lenders: 

(a) by notice to the Borrowers, terminate Lenders' Commitment to make 
Loans hereunder; or 

(b) by notice to the Borrowers, declare the Obligations to be 
immediately due end payable, whereupon all the Obligations shall be immediately 
due and payable without further notice of any kind, PROVIDED, HOWEVER, that if 
an Event of Default described in SECTION 9.01(f) shall exist or occur, a11 of 
the Obligarions shall automatically, without declaration or notice of any kind, 
be immediately due and payable and the Commitment shall be automatically 
terminated. 

SECTION 9.03. WAIVERS. Demand, presentment, protest end notices of 
nonpayment, protest. dishonor and acceprance are hereby waived by each Borrower. 
Each Borrower also waives the benefit of all valuation, appraisal end exemption 
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laws and the posting of anybond required of _ the Collateral Agent, the Agent or 
any ~enoer In connecrlon wltn any 2udxlal process to realize on the Collateral, 
to enforce any judgment or other court order entered in favor of the Collateral 
Agent, the Agent or any Lender or to enforce by specific performance, temporary 
restraining order, or preliminary or permanent injunction. this Agreement or any 
other Loan Documents. Each Borrower waives the right, if any, to the benefit of, 
or to direct the' application of, any Collateral. 
acknowledges that none of the Collateral Agent, 

Each Borrower hereby 

obligation to resort to any Collateral 
the Agent or any Lender has any 

IX make claim against any other Person 
before seeking payment or performance from any Borrower. 

SECTION 9.04. RIGHTS AND REMEDIES GENERALLY. If an Event of Default 
occurs and is continuing, the Agent and the Collateral Agent shall have, in 
addition to any other rights and remedies 
of the other Loan Documents, 

contained in this Agreement or in any 

under the Code or other 
all of the rights and.remedies of a secured party 

be cumulative, 
applicable laws, all.of which rights end remedies shall 

end none exclusive, 
to all such rights and remedies, 

to the extent permitted by law. In addition 
the sale, 

Collateral, 
lease or other disposition of the 

or any Part thereof. by the COllateral Agent or the Agent after the 
occurrence of an Event of Default may be for cash, 
thereof, 

credit or any combination 
end the Collateral Agent or the Agent may purchase all or any part of 
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rhe Collateral a~ public or, if permitted by law. private sale, and in lieu of 
actual pamem of such purchase price, may set off the amo"nt of such purchase 
price against the Obliga:lons then owing. Any sale5 of the Collateral may be 
adjourned from time to time with or without notice. The Agent or the Collateral 
*gent, in its sole discretion. cause the Collateral to remain on the 
premisesmzg'any Borrower, at the expense of the Borrowers, pending sale Or Other 
disposition of the Collateral. The Agent or the Collateral Agent shall have the 
=ight to conduct such sales on the premises of any Borrower, ar rhe expense of 
the Borrowers, or elsewhere, on such occasion or occasions as it may see fir. 

SECTION 9.05. ENTRY UPON PREMISES AND ACCESS TO INFORMATION. If an 
Event of Default occurs and is continuing, the Agent and the Collateral Agent 
shall have the right to enter upon the premises of any Borrower where any 
collateral is located (01 is believed to be located1 without any obligarion to 
pay rent to such Borrower, or any other place or places where the Collateral is 
believed to be located and kept, and render the Collateral unusable or remove 
the collateral therefrom to the premises of the Agent or the Collateral Agent or 
any agent of the Agent oz the Collateral Agent, for such time as the Agent or 
the collateral Agent may desire, in order effectively to collect or liquidate 
the Collateral, and/or the Agent or the Collateral Agent may require any 
Borrower to assemble the Collateral and make it available to the Agent or the 
Collateral Agent at a place or places to be designated by the Agent or the 
Collateral Agent. If an Event of Default Occurs and is continuing, the Agent or 
the Collateral Agent shall have the right to obtain access to any Borrower's 
data processing equipment, computer hardware and software relating to the 
Collateral and to Use all of the foregoing and the information contained therein 
in any manner the Agent or the Collateral Agent deems appropriate. 

SECTION 9.06. SALE OR OTHER DISPOSITION OF COLLATERAI, BY THE AGENT. 
Any notice required to be given by the Agent or the Collateral Agent of a sale, 
lease or other disposition or other intended action by the Agent or the 
Collateral Agent with respect to any of the Collateral which is deposited in the 
United States mails, registered or certified, postage prepaid and duly addressed 
to the Borrowers at the address specified in SECTION 11.01 below, at least ten 
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days prior to such proposed action shall constitute fair and reasonable notice 
co the mrrowers of any such action. The net proceeds realized by the Agent or 
'ihe Collateral Agent upon any such sale or other disposition, after deduction 
for the expense of retaking, holding, preparing for sale, selling or the like 
and the reasonable attorneys' fees and legal expenses incurred by the Agent or 
the Collateral Agent in connection therewith, shall be applied as provided 
herein toward satisfaction of the Obligations. The Agent or the Collateral 
Agent, as applicable, shall account to the Borrowers for any surplus realized 
upon such sale or other disposition, and the Borrcwees shall remain liable for 
any deficiency. The commencement of any action, legal or equitable, or the 
rendering of any judgment or decree for any deficiency shall not affect the 
Collateral Agent's security interest in the Collateral. The Sorrowefs agree that 
the Collateral Agent has no obligation to preserve rights to the Collarezal 
against any other parties. The Agent and the Collateral Agent are hereby granted 
a license or other right to use, without charge, the Borrowers' labels, patents. 
copyrights, rights of use of any name, trade secrets, trade names, trademarks. 
service marks and advertising matter, or any property of a similar nature, as it 
pertains to the Coll?.teral, and the Bo110wers' rights under all licenses and all 
franchise agreements shall inure to the Agent's and the Collateral Agent’s 
benefit until the Obligations are paid in full. 

SECTION 9.07. GOVERNMENTAL APPROVALS. In connection witn the 
enforcement by the Agent or the Collateral Agent of any remedies available to it 
as a result of any Event of Default, each Borrower agrees that it shall join and 
cooperate fully with, at the request Of the Agent or the Collateral Agent. 
receiver referred to below and/or the a"Y 

successful bidder or bidders at any 
foreclosure sale in a filing of an application 
information that may be required in connection 

(and furnishing any additional 
with such application or which 

the Agent or the COllateral Agent may believe relevant to such application) with 
the FCC, any PVC and all other applicable Governmental Authorities, 
their prior approval of (il the operation or 

requesting 
abandonment of all or the portion 

of any SYStem and/or (ii) the transfer of control of such Borrower or assignment 
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of all licenses, certificates. Go"ernmentsa1 Approvals, approvals and permirs, 
issued to such Borrower by the FCC, any PUC or any such Governmental Authorities 
with respect to any System and the operation thereof, to the Agent or the 
Collateral Agem, the receiver or to the successful bidder or bidders. In 
connection with the foregOing, each Borrower shall take such further actions, 
and execute all such instruments. as the Agent or the Collateral Agent 
reasonably deems necessary or desirable. Each Bofro"er agrees that the Agent or 
the collateral agent may enforce my obligation of such Borrower 8s eet forth ir. 
this section by an action for specific performance. In addition, each Borrower 
hereby irrevocably consfitufee and appoints the Agent and the Collateral Agent 
and any agent or officer thereof (which appointment is coupled with an interest) 
as its true and lawful attorney-in-fact with full irrevocable power and 
authority and in the place and stead of such Borrower and in the name of such 
Borrower or in irs own name, from time to time in its discretion after the 
occurrence and during the continuance of an Event of Default and in connection 
with the foreGmin(l, for the ourooee of executing on behalf and in the name of 
such Borrower any and all of the 'above-referenced- instruments and to take any 
and all appropriate action in furtherance of the forego,ing. THE EXERCISE OF ANY 
RIGHTS OR REMEDIES HEREUNDER OR UNDER ANY OTHER LOAN DOCUMENT BY ANY LENDER, THE 
AGENT OR THE COLLATERAL AGENT THAT NAY REQUIRE FCC, ANY PUC OR AN* OTHER 

GOVERNMENTAL AUTHORITY APPROVAL SHALL BE SUBJECT TO OBTAINING SUCH APPROVAL. 
PENDING THE RECEIPT Of ANY FCC, ANY PUC OR ANY OTHER GOVERNMENTAL AUTHORITY 
APPROVAL, NO BORROWER SHALL DO ANYTHING TO DELAY, HINDER, INTERFERE OR OBSTRUCT 
TNS EXERCISE OF THE AGENT'S OR THE COLLATEPAL AGENT'S RIGHTS OR REMEDIES 
HEREUNDER IN OBTAINING SUCH APPROVALS. 

SECTTON 9.08. APPOINTMENT OF RECEIVER OR TRUSTEE. In connection with 
the exercise of its remedies under this Agreement, the Agent or the Collateral 
Agent may, upon the occurrence of an E"ent Of Default, obtain the appointment of 
a receiver or trustee to aesume, upon receipt of all necessary judicial, FCC, 
any PUC or other Governmental Authority consents or approvals, control Of or 
ownership of any of.the Governmental Approvals. Such receiver or trustee shall 
have all rights and powers provided co it by law of by court order of provided 
to the agent or the Collateral Agent under this Agreement. Upon the appointment 
of such trustee or receiver. the Borrowers agree to cooperate, to the extent 
necessary or aPproprlate. in the expeditious preparation, execution and filing 
of an applicafion to the FCC, any PUC or any other Governmental Authority or for 
~onsem to the transfer of control or assignment of any Borrower's Governmental 
Approvals ro the receiver o.? trustee. 

SECTION 9.09. RIGHT OF BETOFF. In addition to any rights now or 
hereafter granted under applicable law and not by way of limitation of any Such 
rights, upon the occurrence and during the continuance of any Event of Default, 
each Lender and each holder of any Note is hereby authorized at any time or from 
time to time, without notice to any Borrower or to any other Person, any such 
notice being hereby expressly waived, to set off and to appropriate and to apply 
any and all balances held by it at any of its offices for the account of any 
Borrower (regardless Of whether s"ch balances are then due to such Borrower) and 
any other properties or assets any time held or owing by that Lender or that 
holder to or for the credit or for the account of any Borrower against and on 
%ZCO"IlZ of any of the Obligations which are not paid when due. 
holder of any Note Wercising 

Any Lender or 
a right to ser off or otherwise recelvng any 

payment on account of the Obligations in excess of its Pro Rata Share thereof 
sha.11 purchase for cash land the other Lenders or holders shall 
participation in each such other Lender's or holder's 

sell) such 
Pro Rata Share of the 

Obligations as would be necessary to cause such Lender to share the amo"nr so 
set off or otherwise received with each other Lender or holder in accordance 
with their respective Pro Rata Shares. 
extent permitted by law, 

Each Borrower agrees, to the fullest 
that (al any Lender or holder may exercise its right to 

set off with respect to amounts 1" 
Obliqations and may sell 

excess of its Pro Rata Share of the 
participations in- such amount 

Lenders and holders and fb) any Lender or holder .so 
so set off to other 

in the Loans made or other 
purchasing a participation 

Obligations held by other Lenders or holders may 
exercise all rights of set-off, bankers' lien, Counterclaim or Similar rights 
with IeSPeCt to such Participation es fully es if such Lender or holder Yere e 
direct holder of the Loans and the other Obligations in the amount of mvh 
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participation. Notwithstanding the foregoing. if all 0: any portlon of the 
set-off amounc or Paymenr otherwise received is thereafter recovered from the 
Lender that has exercised the right of set-off, the purchase of participations 
bv that Lender shall be rescinded and the purchase price restored without 
interest. Eat" Borrower hereby agrees that the foregoing provisions are intended 
to be consrrued so as to satisfy the requirements of Section 553 of the Federal 
Bankruptcy Code or amendments thereto (including any requirement of mutuality of 
obligations therein). 
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ARTICLE x 
THE AGENT AND THE COLLATERAL AGENT 

SECTION 10.01. APPOINTMENT OF AGENT. (a) First,Un.io" National Bank is 
hereby aPPoi"ted to act as contractual representative on behalf of all Lenders 
under this Agreement and the other Loa" DOCume"tS. The Agent agrees to act as 
such contractual representative upon the express conditions contained in this 
ARTICLE X. The provisions of this SECTION 10.01 are solely for the benefit of 
the Agent and the Lenders and no Borrower or any other Person shall have an> 
righrs as a third party beneficiary of any of the provisions hereof. In 
performing ifs functions and duties under this Agreement and the other Lo*" 
Doc"me"rs, the Agent shall act solely as a" agent of the Lenders and does not 
*SS,XII~ and shall not be deemed to have assumed any obligation toward or 
relationship of agency or trust with or for any Borrower or any other Person. 
The Agent shall have no duties or respo"sibilitieS except for those expressly 
set forth in this Agreement and the other Loan Document*. Notwithstanding the 
use of the defined term "Agent", it is expressly understood and agreed that the 
Agent shall not have any fiduciary responsibilities to any Lender by reason of 
this Agreement and that the Agent is merely acting as the representative of the 
Lenders with only those duties as are expressly set forth in this Agreement and 
the other Loan Documents. In its capacity as the Lenders' CO"tl-SCt"al 
representative, the Agent (i) does not *ssume any fiduciary duties to any of the 
Lenders, (ii) is a "representative" of the Lenders within the meaning of Section 
9-105 of the UCC and (iii1 is acting as an independent contractor, the rights 
and duties of which.ar& limited to those expressly set forth in this Agreement 
and the other Lo*" Do~ume"fs. Each of the Lenders agrees to assert no claim 
against the Agent on any agency theory or any other theory of liability for 
breach of fiduciary duty, all of which claims each Lender waives. Neither the 
Agent nor any of ifs Affiliates nor any of their respective officers, directors, 
employees, agents or representatives shall be liable to any Lender for any 
action take" or omitted to be rake" by it hereunder or under any other Lo*" 
DOc"me"t , or in connection herewith or therewith, except for damages caused by 
its or their own gross negligence or willful misconduct. 

(bl If the Agent shall request instructions from all Lenders, 
Requisite Lenders, Requisite Revolving Lenders or all affected Lenders with 
respect to any act or action [including failure to act) i" connection with this 
Agreement or any other Loan Document, then the Agent shall be entitled to 
refrain from such act or taking such action 
have received instructions from all Lenders, 

unless and until the Agent shall 
Requisite Lenders, 

Revolving Lenders or all affected Lenders, 
Requisite 

SS the case may be, and the Agent 
shall not incur liability to any Person by reason of so refraining. The Agent 
shall be fully justified in failing or refusing to take any action hereunder or 
under any other Loan Document la) if such action would, 
Agent, be contrary' to law ox the teems of this 

I" the opinion of the 

Documsnt, fbl if such action would, 
Agreement or any other Loan 

in the opinion of the Agent, 
Agent to liabilities beyond the limits of this 

expose the 
Agreement or (cl if the Agent 

shall not first be indemnified to its Satisfaction against any and all liability 
and expense which may be incurred by it by reason of taking or continukng to 
take any such accio". Without limiting the foregoing, 
right of action whatsoever 

no Lender shall have any 
agsinst the Agent as a result of the Agent acting of 

refraining from acting hereunder or under any other Loan Document i" accordance 
with the instructions of all Lenders, Requisite Lenders, 
Lenders or all affected Lenders, as applicable.. 

Requisite Revolving 
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SECTION 10.02. &GENT'S RELIANCE, ETC. Neither the AgenK nor any of its 
Affiliates "or any of their respective directors. officers, agents or employees 
shall be liable for any action taken or omitted x.0 be taken by it or them under 
01 in connecrion wirh this Agreement or the other Loan DOCumenCS. except for 
damages caused by its or their own gross negligence or willful misconduct. 
Without limitation of the generality of the foregoing, the Agent: (al may treat 
the payee of any note as the holder thereof until the Agent receives written 
notice of the assignment of transfer thereof signed by such payee and in form 
satisfacrory to the Agent; (b) may consult with legal counsel, independent 
Public accountants and other experts selected by it and shall not be liable for 
any action taken or omitted to be taken in good faith by it in accordance with 
the advice of such counsel. accO""ta"rS or experts: ICI makes no warranty or 
representation to any Lender and shall not be responsible to any Lender for Sny 
statements, warranries or representations made in or in connection with this 
agreement or the other Loan Documents; fdl shall not have any duty to ascertain 
or to inquire as to the performance or observance of any of the terms. covenants 
or conditions of this Agreement or the other Loan DocUments on the part of any 
Borrower or to inspect the Collateral (including the books and records); te) 
shall not be responsible to any Lender for the due execution, legality, 
validity, enforceability, genuineness, sufficiency or value of this Agreement or 
the other Loan DocumentS or any other instrument or document furnished pursuant 
hereto or Thereto; and (f) shall incur no liability under or in respect of this 
Agreement DZ the other Loan Documents by acting upon any notice, CO"Se"t, 
certificate or other inStrume"t or writing (which may be by telecopy, telegram. 
cable or telex) believed by it to be genuine and Signed or Sent by the proper 
party or parties. 

SECTION 10.03. F"NB AND AFFILIATES. With respect to its Commitments 
hereunder, FUNB shall have the same rights and powers under this Agreement and 
the other Loan DocumentS SS any other Lender and may exercise the Same as though 
it were not the *gent; and the term "Lender" or "Lenders" shall, unless 
otherwise expressly indicated, include FUNB in its individual capacity. FUNB and 
its Affiliares may lend money to, invest in, and generally engage in any kind of 
business with, any Borrwer, any of its Affiliates and any Person who may do 
business with or own Securities of any Borrower or Sny Such Affiliate, all Ss if 
FUNB were not the Agent and without any duty to account therefor to Lenders. 
FUNB and if5 Affiliates may accept fees and orher consideration from any 
Borrower for services in connection with this Agreement or otherwise without 
having to account for the same to Lenders. FUNB may also purchase or hold Equity 
Interests or warrants in KMC Holdings or any Borrower and make subordinated 
loans to any Borrower. Each Lender acknowledges the porential conflict of 
interest between FUNB SS a Lender holding disproportionate interests in the 
Loans, FUNB as a member or subordinated debt holder, Of the BOrfower and F"NB SS 
Hgent 

SECTION 10.04. LENDER CREDIT DECISION. 
it has, independently and without 

Each Lender acknowledges that 

and based on the financial 
Xli?."Ce "PO" the Agent or any other Lender 

information given it by the Borrowers and Such other 
documents and information as it has deemed appropriate, made its own credit and 
financial analysis of the Borrowers and it* own decision to enter inro thiS 
Agreeme*t. ESCh Lender also acknowledges that it will. independently and without 
reliS"ce uPo" the Agent or any other Lender and based on such documents Snd 
information as it Shall deem appropriate at the time, continue to make its own 
credit decisions i" taking or not taking action under thiS Agreement. Each 
Lender Scknowledges the potential conflict of intereSt of each other Len&r as a 
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result of Lenders holding disproportionare interests in the Loans. and expressly 
conSentS to, and waives any claim based upon, Such conflict of interest. 

SECTION 10.05. INDEMNIFICATION. 
indemnify the Agent (to the extent not 

Each of the Lenders agrees to 
reimbursed by the Borrowers and without 

limiting the obligations of Borrowers hereunder), 
respective Pro Rara Shares, 

ratably according to their 

obligations, losses, damages, 
from and against any and all liabilities, 
penalties, actions, 

expenses or disbursements of any kind or nature 
judgments, suits, costs, 

whatsoever which may be imposed 
on, incurred by, or asserted against the Agent in any way relating to DL arising 
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our “f this Agreement 0: my “wE,x LOan Doclmlent or any action taken o* Omitted 

bi' the *gent in connect~or. therewirh; PROVIDED, HOWEVER, that no Lender shall be 
liable fox any portion of such liabllifies. obl~garicns, losses, damages. 
pen.31tie~, actions, ~udgmenrs, suits, COsfs. expenses or disbursemenrs resultln5 
from the Agent's gross negligence or willful misconduct. Without limiting the 
foregoing. each Lender agrees to reimburse the Agent promptly upon demand for 
its ratable share of any out-Of-pocket expenses (including counsel fees) 
incurred by the Agent in connection with the preparation. execution, delivery, 
adminiscrarion, modification, amendment or enforcement (whether through 
negotLaclan*, legal proceedings or otherwise) of. or legal advice in respect of 
rights or responsibilities under, this Agreement and each Other Loan Documenr, 
to the extent that the Agent is not reimbursed for such expenses by the 
Bor.rowe~s. 

SECTION 10.06. SUCCESSOR AGENT. The Agent may resign at any time by 
giving not less than thirty (30) days' prior written notice thereof to Lenders 
and t-he Borrowers. upon any such resignation. the Requisite Lenders shall have 
the right to appoint a successor Agent. If no successor Agent shall have been so 
appointed by the Requisite Lenders and shall have accepted such appointment 
within 30 days after the resigning Agent's giving notice of resignation, then 
rhe resigning Agent may, on behalf of Lenders, appoint a SUCCESSOR Agent, which 
shall be a Lender, if a Lender is willing to accept such appointment, or 
otherwise shall be a commercial bank or financial institution 01 a subsidiary of 
a commercial bank or financial institution if such commercial bank or financial 
institution is organized under the laws of the United States of Pmerica or of 
any Stare thereof and has a combined capital and surplus of at least 
$300,000,000. If no successor Agent has been appointed pursuant to the 
foregoing. by the 30th day after the date such notice of resignation was given 
by the resigning Agent, such resignation shall become effective and the 
Requsite Lenders shall thereafter perform all the duties of Agent hereunder 
until such time, if any, as the Requisite Lenders apporlt a s"cCessOr Agent as 
provided above. Any successor Agent appointed by the Requisite Lenders hereunder 
shall be subject to the approval Of Bor?xwers, S”Ch approval not to be 
unreasonably withheld or delayed; PROVIDED that such approval shall not be 

required if a Default or an Event of Default shall have occurred and be 
contlnulng. Upon the acceptance of any appointment as Agent hereunder by a 
s"ccess": *genr. such successor Agent shall succeed to and become vested with 
all the rights, powers, Privileges and duties of the resigning Agent. Upon the 
earlier of the acceptance of any appointment as Agent hereunder by a successor 
Agent or the effective daze of the resigning Agent's resignation, the resigning 
Agent shall be discharged from its duties and obligations under this Agreement 
and the other Loan Documents, except,that any indemnity rights of other rights 
in favor of such resigning Agent shall continue. 
resignation hereunder, 

After any resigning Agent's 
the Provisions of this SECTION 10.06 shall inure to its 
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benefit as to any actions taken or omitted to be taken by it while it was Agent 
under this Agreement and the other Loan Documents. 

SECTION 10.07. PAYMENTS; NON-FUNDING LENDERS; INFORMATION; ACTIONS IN 
CONCERT. 

fai LOANS; PAYMENTS. Whenever the Agent receives a payment of 
principal, Interest, fee or premium iif any) or other payment, or whenever the 
Agent makes an application of funds, 
(including, without limitation, 

1" connection with the Loans or the Notes 
any payment or application from any CollateralI, 

the Agent will on the date such paymenr is received or applied, 
to 11:oo a.m. lEastern time1 on such date, 

if on or prior 
or otherwise on the next .Business 

Day. pay over to each Lender as instructed by such Lender in writing, an amount 
equal to such Lender's Pro Rata Share of such payment 
has 

provided that such Lender 
funded all Loans required to be made by it and has purchased all 

participation required to be purchased by it under this Agreement and the other 
Loan Documents as of such date. TO the extent that any Lender (a 
LENDER") has failed to fund all such “NON-FUNDING 

purchase of all such parricipation, 
Payments and Loans or failed to fund the 

funding short-fall against 
the Agent shall be entitled to set off the 

that Non-Funding Lender's 
payments received from the Borrowers. 

Pro Rata Share of all 

wire transfer to such Lender's 
All payments by Agent shall be made by 

account (as Specified by such Lender) not later 
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than ?:oo p.m. (~asrern time) on the applicable Business Day. 

(bl RETURN Of PAYMENTS. (ii If Agent pays an an~ounr to a Lender unde? 
this Agreemenr in the belief or expectatlo" that a related payment has bee" or 
will be received by the Agent from the Borfowers and Such related paymen= is "ot 
received by AgenE, then the Agent will be entitled to recover such amount from 
such Lender o" demand without set-off, counterclaim or deduction of any kind. 

(ii) 1f the Agent determines at any time that any amount received b) 
the .hgent under this Agreemenr muat be returned to any Borrower or pard io 
any other Person pursuant to any insolvency law or otherwise, then, 
notwithstanding any other term or condition of this Agreement or any other 
Loa" Document, the Agent will not be required to distribute any portion 
thereof to any Lender. I" addition. each Lender will repay to Agent a" 
demand any portion of such amount that the Agent he5 distributed to such 
Lender, together with interest at such rate, if any, as the Agent is 
required to pay to any Borrower or such other Person, without set-off, 
counterclaim or deduction of any kind. 

(c) NON-PUNDING.LENDERS. The failure of any Non-Funding Lender to make 
any portion of it5 Loans or any payment required by it hereunder on the date 
specified fherefor shall not relieve any other Lender (each such other Lender, 
an "OTHER LENDER") of its obligations to make any such Loan on such date, but 
neither any Other Lender "or the Agent "or the Collateral Agent shall be 
responsible for the failure of any Non-Funding Lender to make any Loan. 
Notwithstanding anything set forth herein to the contrary, a Non-Funding Lender 
shall not have any voting or consent rights under or with respect to any Loan 
Document or constitute a "Lender" lor be included in the calculation of 
"Requisite Lenders" or "Requisite Revolving Lenders" hereunder1 for any voting 
of consent rights under or with respect to any Loan Document. 

(dl DISSEMINATION OF INFORMATION. The Agent will use reasonable 
efforts to provide Lenders with any "OtiCe of Default or Event of Default 
received by the Agent, from. or delivered by the Agent to, the Borrowers, With 
notice of any Event of Default of which the Agent has actually become aware and 
with notice of any action taken by the Agent following any Event of Default; 
PROVIDED, however, that the Agent shall not be liable to any Lender for any 
failure to do so, except to the extent that such failure is attributable to the 
Agent's gross negligence or willful misconduct. Lenders acknowledge that the 
Borrowers are required to provide financial scsfements and other documents to 
Lenders pursuant to this Agreement and agree that the Agent shall have no duty 
to provide the same to Lenders. 

fel ACTIONS IN CONCERT. Anything in this Agreement to the contrary 
notwithstanding, each Lender hereby agrees with each other Lender that no Lender 
shall take any action to protect or enforce its rights arising out of this 
Agreement or the Notes iincluding exercising any rights of set-off) without 
first obtaining the prior written consent of the Agent, the Collateral Agent and 
Requisite Lenders, ic being the intent of Lenders that any such action to 
protect or enforce rights under this Agreement and the Notes shall be taken in 
concert and at the direction or with the consent of Agent and the Collateral 
Agent. 

SECTION 10'.08. COLLATERAL MATTERS. 

(ai The Lenders hereby irrevocably authorize the Collateral Agent, at 
its option and in its reasonable business Judgment, 
Collateral 

to release any Lie" upon any 
(i) upon the termination of the Commitments and payment and 

satisfaction of all Loans and all other Obligations and which the Collateral 
Agent has been notified in writing are the" due and payable; (ii) constituting 
property being sold or disposed of if the applicable Borrower certifies to the 
Collateral Agent that the sale or disposition is made i" compliance with SECTION 
6.03 land the Collateral Agent may rely conclusively o" any such certificate, 
without further inquiry); or (iii1 
applicable Borrower under a lease 

Constituting property leased to the 
which has expired or been terminated in a 

tra"sectlo" permitted under this Agreement or which will expire imminently end 
which has not bee", and is not intended by such Borrower to be, renewed or 
extended and with respect to which such Borrower has not exercised any purchase 
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optlo”. ~xcepf as provided above, the Collateral Agenz will no? release any of 
the Liens wlrhour rhe prlcr written authorization of the Requisite Lenders: 
PROVIDED thar. rhe Collarera Agent may nor release the Liens on Collateral 
valued in the aggregate In excess of $500,000 without the prior written 
authorization of the Requisite Lenders and may not release all or substantially 
=ll of the Collateral without the coneenf of the Lenders. Upon requesr by the 
collateral Agent or the Borrowers at any time, the Lenders will confirm in 
writing the Collateral Agent's authority to release any Liens upon particular 
rypes or items of Collarera~l pursuant to this SECTION lO.OB(al. 

(b) Upon receipt by the Collateral Agent of any authorization required 
pursuant to SECTION lo.OS(al from the Requisite Lenders or Lenders, as 
applicable. of the Collateral Agent's authority to release any Liens upon 
parricular types or item* of Collateral, and upon at least five (5) Business 
Days' prior Written requesr by the applicable Borrower, and provided that no 
went of Default has occurred and is then continuing, the Collateral Agent shall 
(and is hereby irrevocably authorized by the Lenders to) execute Such documents 
as may be necessary to evidence the release of the Liens upon such Collateral; 
PROVIDED, HOWEVER, that fil the Collateral Agent shall not be required to 
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execute any such document on terms which, in the Collateral Agent's opinion, 
would expose the Collateral Agent to liability or create any obligation or 
entail any consequence Other than the release of such Liens without recourse or 
warranty, and (ii) such release shall not in any manner discharge. affect or 
impair the obligations or any Liens (other than those expressly being released1 
upon (or obligations of the applicable Borrower in respect of) all interests 
retained by the applicable Borrower, including (without limitation1 the proceeds 
of any sale, all of which shall continue to constitute part of the Collateral. 

(c) The Collateral Agent shall have no obligation whatsoever to any of 
the Lenders to assure that the Collateral exlsfs or is owned by any Borrower or 
is cared for, protecred or insured or has been encumbered, or, other than a dury 
to act without rerk~ess"ess, willful misconduct or gross (but not mere) 
negligence, that rhe Liens have bee" properly or sufficiently or lawfully 
created, perfected, protected or enforced or are entitled to any particular 
priority, or to exercise at all or in any particular manner or under any duty of 
care, disclosure or fidelity, or to contmue exercising. any of the rights. 
authorities and powers granted or available to the pursuant to this SECTION 
10.08 or pursuant to any of the Loan Documents. it being understood and agreed 
that in respect of the Collateral, 01 any act, 0nu5510" or event related 
thereto, the Collateral Agent may act in any manner it may deem appropriate, in 
its reasonable business judgment, given the Collateral Agent's own interest in 
the Collateral in its capacity as one of the Lenders and that the Collaterel 
Agent shall have no other duty or liability whatsoever to any Lender as to e"y 
of the foregoing. 

SECTION 10.09. AGENCY FOR PERFECTION. Each Lender hereby appoints each 
other Lender as agent for the purpose of perfecting the Lenders' 
interest in assets which. 

security 
in accordance with Article 9 of the KC cari be 

perfected only by possession. Should any Lender fother than the Collateral 
Agent) obtain possession of any such Collateral, 
Collateral Agent thereof, 

such Lender shall notify the 
and, promptly upon the Collateral Agent's 

therefor shall deliver such Collateral to the Collateral Agent. 
request 

SECTION 10.10. CONCERNING THE COLLATERAL AND THE RELATED LOAN 
DOCUMENTS AND THE COLLATERAL AGENT. ,a) Each Lender authorizes and directs the 
Collateral Agent to enter into this Agreement and the other Loan DoCuments 
relating to the Collateral, for the ratable benefit of the Lenders. Each Lender 
agrees that any action take" by the Collateral Agent or Requisite Lenders in 
accordance with the terms of this Agreement or the other Loan Documents relating 
to the Collateral, and the exercise by the Collateral Agent or the Requisite 
Lenders of their respective powers set forth therein or herein, 
such Other powers that are reasonably incidental thereto, 

together with 

all of the Lenders. 
shall be binding upon 

Collateral 
Ib) The C~lleteral Agent with respect to the administration of the 

shall have the same rights, obligations and status as the Agent as 
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aze set forth ir. SECTXON 10.01, 10.02, 10.03, 10.04, 10.05, and 10.06 above. 

ARTICLE XI 
MISCELLANEOUS 
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SECTION 11.01. NOTICES; ACTION ON NOTICES. ETC. ial Notices and other 
communications provided for herein shall be in writing and shell be delivered by 
a couier service of recognized standing (specifying one (11 day delivery), or 
by registered or certified mail, postage prepaid. return receipt requested (or, 
if by telecopy communications equipment of the sending party, delivered by such 
equipment) addressed, if to the Bo.rrowe~s, at KMC Telecom Inc., 1545 Route 206, 
Suite 300, Bedminster, NJ 07921; Attention: President; ltelecopy no. l9OB) 
719-8775. confirmation no. (908) 470-2200) with a copy,to Alan M. Epstein Esq., 
~elley mye h Warren LLP, 101 Park Avenue, New York, NY 10178; (telecopy no. 
12121 808-7891, confirmation no. (212) 808-78001, if to the Agent, at Firet 
Union National Bank, Communications/Media Finance-PA4829, 1339 Chestnut Street, 
Philadelphia, PA 19107, AttelltlOll: Elizabeth Elmore (telecopy no. ,215) 
786-7721, confirmation no. 12151 786-43211, and if to the Collateral Agent, at 
i3ewourt Commercial Finance Corporation. c/o The CIT Group, Inc. - Structured 
Finance group, TWO Gatehall Drive, Filet Floor, Parsippany, NJ 07054, Attention: 
Media and Communications. Vice President-Credit (telecopy no. (973) 355-7643, 
confirmation no. 1973) 355-7630). with copies to Newcourt Commercial Finance 
Corporation, c/o The CIT Group, Inc. - Structured Finance Group, TWO Gatehall 
Drive, First Floor, Parsippany, NJ 07054, Attention: Vice President - Credit 
(telecopy no. (9731 355-7641, confirmation no. (9731 355-76301 end Attention: 
vice President - Legal (telecopy no. 19731 355-7645, confirmation no. 1973) 
355-7609). All notices and other communications given to any party hereto in 
accordance with the Provisions of this Agreement shall be deemed to have been 
given (a) five Business Days after mailing when sent by registered or certified 
mail, Postage prepaid, raun receipt requested, or (b) upon receipt, if by 
courier service or any telecopy communications equipment of the sender, in each 
case addressed to such patty as provided in this Section or in accordance with 
the latest unrevoked direction from such party. 

(hi Each Borrower agrees that the Agent of the Collateral Agent may 
act upon any notice, consent, certificate, cable, telex or other instrument or 
writing believed by the Agent or the Collateral Agent to be genuine, that the 
Agent or the Co:lacerel Agent may consult with legal WWlSel, selected by the 
Agent 01 the CollaVeral Agent and shal 1 not be liable to any Borrower for any 
action taken or omitted to be taken in good faith by Lender in accordance with 
the advice of such counsel. 

SECTION 11.02. NO WAIVERS; AMENDMENTS. (a) NO failure or delay of the 
Agent, the Collateral Agent or any Lender to exercise any right hereunder or 
under any other Loan Document shall operate as a waiver thereof, 
single or partial exercise of any Such right, 

nor shall any 
preclude any other or further 

exercise thereof or the exercise of any other right. No waiver of any Provision 
of this Agreement or any other Loan Document nor consent to any departure by any 
Borrower therefrom shall in any event be effective unless the came shall be in 
writing and signed by the Agent and the 
a11 

Requisite Lenders (or. if applicable, 
Lenders), and then such waiver or consent shall be effective only in the 

specific instance,ahd fox the purpose for which given. NO notice or demand on 
any Borrower in any case shall entitle a"Y Borrower to any other or further 
not.ice or demand in similar or other circumstances. 

(bl Subject to the provisions of this SECTION 11,02(b), the Requisite 
Lenders (or the Agent with the consent in writing of the Requisite Lenders) and 
the B~rrmwers may enter into agreements SUPPlemental hereto for the purpose of 
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adding or modifying any provisions to the Loan Documents or changing in any 
manner the rights of the Lenders of the Borrowers hereunder or waiving any Event 
of Default or Default hereunder; PROVIDED, any Interest Rate Agreement which 
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co"stltures d Loan Document may be emended or modified solely with the consent 
of the patties thereco: PROVIDED, FURTHER, HOWEVER, that no such supplemen-,al 
agreement shell, withour the consent of each Lender effected thereby: 

(1) Postpone or extend the Revolving Credit Commitmenr Termination 
Date, the maturity date for the Loans or any other date fixed for any 
payment of principal of, or interest on, the Loans or any fees or other 
amounts payable to such Lender except with respect to (Al any modifications 
of the provisions relating to prepayments of Loans and other Obligations 
end (8) a waiver of the application of the default rare of interest 
pursuant to SECTION 2.05(b) hereof. 

(ii) Reduce the principal amount of any Loans, or reduce the rate or 
extend the time of payment of interest or fees thereon. 

(iii) Reduce the percentage specified in the definition of Requisite 
Lenders or Requisite Revolving Lenders or any other percentage of Lenders 
specified to be the applicable percentage in this Agreement to act on 
specified matters or amend the definition of "Pro Rata Share". 

ii") Increase the amount of any Commitment of any Lender hereunder or 
increase or decrease any Lender's Pro Rata Share. 

(v) Permit any Borrower to assign its rights under this Agreement 

(vi) Release all or substantially all of the Collateral. 

(vii) Amend this SECTIQN 11.02(b). 

No amendment of any provision of this Agreement relating to the Agent or the 
Collateral Agent shall be effective without the written consent of the Agent or 
the Collateral Agent, as applicable. 

SECTION 11.03. GOVERNING LAW AND JURISDICTION. THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE 
INTERNAL LAWS OF THE STATE OF NEW YORK WITHOUT GIVING EFFECT TO ANY CONFLICTS OF 
LAWS PRINCIPLES. THE.EOORROWERS, THE AGENT, THE COLLATERAL AGENT AND THE LENDERS 
CONSENT TO THE JURISDICTION OF ANY LOCAL, STATE OR FEDERAL COURT LOCATED IN THE 
CITY AND STATE OF NEW YORK AND WAIVE ANY OBJECTION RELATING TO IMPROPER VENUE OR 
FORUM NON CONVENIENS TO THE CONDUCT OF ANY PROCEEDING BY SUCH COURT. 

SECTION 11.04. EXPENSES. The Borrowers will pay, and have joint and 
several liability for, all documented out-of-pocket 
(Including in each case all 

third-party expenses 
reasonable attorneys' and paralegals' fees and 

related expenses and costs), 
rhe 

ii) incurred by the Agent, the Collateral Rgent and 
Documenratio" Agent I" connection with the negotiation, preparation and 

execution of the Loan Documents (whether or not the transactions 
hereby shall be consummated), 

contemplated 
subject, however. to the limitations set in those 

certain letters dated September 25, 
KMC Holdings and the Documentation 

1998 between KMC Holdings and the Agent, end 

Of counsel 
Agent, with respect to the fees and expenses 

for the Agent and the Documentation Agent, fii) 
Agents. 

incurred by the 

creation, 
in connectibn with the admi"isCratio" of the Loan Documents, and the 

perfection, priority and Protection of the Liens in the Collateral, 
and (iii1 incurred by any Agent oz any Lender in connection with the enforcement 
of the rights of any Agent or any Lender in connection with this Agreement, 
other Loan Documents of the Collateral, *"Y 
Agreemenr or the other Loan Documents. 

or any TestfuCturL"g or workout of this 

event 
SECTION 11.05. EQUITABLE RELIEF. Each Borrower recognizes that, i" the 

such Borrower fails to perform, observe or discharge any of 
obligations or liabilities under this Agreement, Its 
remedy at law may prove to be 

or any other Loan Document, any 

Agent and the Lenders; 
inadequate relief to the Agent, the Collateral 

therefore. 
Collateral Agent, 

such Borrower agrees that the Agent or the 
if it so requests, 

permanent injuncrlve 
shall be entitled to temporary and 

actual damages. 
relief in any Such case without the necessity of proving 
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SECTIOI: 1:.06. INDEMNIFICATION; LIMITATION OF LIABILITY; LUCEK 
RELATIONSHIPS. (a) The Borrowers jointly and severally agree to prorecr. 
indemnify and hold harmless the Agent, the Collateral AgenE each Lender end each 
of their respecrive officers. affiliates, directors, employees. art***ey*, 
accountants, co"SUlta"ts, representatives and agents (collectively called the 
"INDEMNITEES") from end against any and all liabilities. obligations, losses, 
damages, penalties, actions, judgments, suits, claims, costs, expenses and 
disbursements (including, without limitation, payment by the Agent, the 
Collateral ngenr or any Lender of any obligations due or past due under an] 
c~nrracr or agreement to which any Borrower is or becomes a party) of any kind 
or nature whatsoever Lincluding, without limitation, the fees and disbursements 
*f counsel for end consultants of such Indemnitees in connection with any 
i"vestlgative, administrative or judicial proceeding, whether or not such 
Indemnitees shall be designated a party theretoi, which may be imposed on, 
incurred by, or asserted against such Indemnirees (whether direct, indirect, or 
consequential and whether based on any federal or state laws or other statutory 
regulations. including, without limitation, securities, enviroNnenta1 and 
commercial laws and regulations. under common law or at equitable cause or in 
cmtract or otherwise) in any manner relating to or arising out of this 
agreement or any of the other Loan Documents, or any act, e"e"t or t*a**act10n 
related or attendant thereto, the agreements of the Agent, the Collateral Rgeni 
or the Lenders contained herein, the making of Loans, the management of such 
Loans or the Collateral (including any liability under Environmental Laws, or 
the use or intended use of rhe proceeds of such Loans hereunder icollectively, 
the "INDEMNIFIED MATTERS"1; PROVIDED that the Borrowers shall not have any 
obligation to any Indemnitee hereunder with respect to Indemnified Matters 
caused by or resulting from the willful misconduct or gross negligence of sutih 
Indemnitee; PROVIDED, FURTHER that no Borrower shall have any obligation to any 
Indemnitee hereunder with respect to taxes that are imposed on the "et income of 
any Indemnitee or any franchise or doing business taxes imposed on any 
Indemnitee. To the extent that the undertaking to indemnify, pay and hold 
harmless set forth in the preceding sentence may be unenforceable because it is 
violative of any law or public policy, the Borrowers shall contribute the 
maximum portion which they are permitted to pay and satisfy under applicable 
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law, to the payment and satisfaction of all Indemnified Matters incurred by the 
Indemnirees. 

lb) To the extent permitted by applicable law. "o claim may be made by 
the Borrowers or any other Person againsr the Agent, 
Lender or any of their respective affiliates, 

the Collateral Agent, any 
directors, officers, employees, 

agents, attorneys, acco""ta"ts, 
indirect, 

representarlves or consultants for any special, 
consequential or Punitive damages in respect of any claim for breech 

of contract or any other theory of liability arising out of or related to the 
transactions contemplated by any of the Loan Documents or any act, omission or 
event occurring 1" connection therewith: and the Borrowers hereby waive, release 
and agree not to sue upon any claim for any such damages, whether or not accrued 
and whether or not known or suspected ro exist in its favor. 

to. 
(cl The Borrowers agree not to, and hereby irrevocably waive any right 

(i) assert in any action or proceeding relating to any of the Loan Documents 
or the transactions Contemplated thereby. any claim, counterclaim. cross claim 
or defense arising from any act or omission of Lucent other than in Lucent's 
capacity as a Lender under the Loan Documents, and iii) assert any right of 
setoff in lieu of making payment under the Loan Documents arising from any act 
or omission of Lucent other than in Lucenc's capacity as a Lender under .the Loan 
Doc""e"ts. 

SECTION 11.07. SURVIVAL OF REPRESENTATIONS AND WARRANTIES, 
warranties and representations 

ETC. All 
made by any Borrower in any Loan Document shall 

survive the execution and delivery of this Agreement and the other Loan 
Documents and the making and repayment of the Obligations. 
obligations of each Borrower in SECTION 11.16, the 

The confidentiality 
of each Borrower in SECTION 11.06, 

indemnification obligations 

SECTION 11.13 is applicable, 
and to the extent the second sentence of 

repayment of the Obligations. 
all covenants of each Borrower, survive the 
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(a) GENEPAL. the terms and provisions of the Loan Documents shall be 
binding upon and inure to the benefit of the Borrowers, the Agent, the 
collateral Pqenr and the Lenders and their respective successors and assigns, 
except that (i) no Borrower shall have any right to assign its rights or 
obligations under the Loan Documents and iii) any assignment by any Lender must 
be made in compliance with SUBSECTION (cl below. With re.spect to any Borrower, 
SUCCESSORS and assigns shall include, without limitatio& any receiver, trustee 
or debtor-in-possession of or for such Borrower. Notwithstanding the foregoing, 
any Lender may at any time, without the consent of the B&rowers or the Agent, 
assign all or any portion of its rights under this Agreement and its Notes to a 
Federal Reserve Bank or to an affiliaze of such Lender or as collateral security 
for any loan or financing or in connection with any securitization or other 
similar transaction; PROVIDED, HOWEVER, that no such assignment shall release 
the transferor Lender from its obligations hereunder. The Agent shall be 
entitled to utilize its Register to determine the payee of any Note for all 
purposes hereof. Any request, authority or consent of any Person, who at the 
time of making such requesr or giving such authority or consent is the holder of 
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any Note, shall be conclusive and binding on any subsequent holder, transferee 
or assignee ?f such Note or of any Note or Notes issued in exchange therefor. 

(b) Participations. 

ii) Subject to the terms set forth in this Section 11.08(b), a"Y 
Lender may, in the ordinary course of its business and in accordance with 
applicable law, at any time sell to one or more banks or other entities 
("Participants") participating interests in any Loan owing to such Lender, 
any Note held by such Lender. any Commitment of such Lender or any other 
interest of such Lender under the Loan DOCumenrS on a pro rata Of non-pro 
rara basis in an.aggregate principal amount of at least 55,000,OOO. Notice 
of such participation to the, Agent shall be required prior to any 
participation becoming effective with respect to a Participant vhich is not 
a Lender or an Affiliate thereof. In the event of any such sale by a Lender 
of participating interests to a Participant, such Lender's obligations 
under the Loan Documents shall remain unchanged, such Lender shall remain 
solely responsible to the other parties hereto for the performance of such 
obligations, such Lender shall remain the holder of any such Note for all 
purposes under the Loan Documents, such Lender shall be solely responsible 
for any withholding taxes or any filing or reporting requirements in 
connection therewith relating fo such Participant, 
the Borrowers under this Agreement 

all amounts payable by 
shall be determined as if such Lender 

had not sold such participating interests, 
shall 

and the Borrowers and the Agent 
continue to deal solely and directly with such Lender in connection 

with such Lender's rights and obligations under the Loan Documents except 
that, for purposes of Section 2.13 hereof, the Participants shall be 
entitled to the same rights as if they were Lenders, provided that no 
Participant 
Section 

shall be entitled to receive any greater amount pursuanr to 
2.13 than such Lender would have been entitled to receive in 

respect of the amount of the participation 
had no transfer'occurred. 

transferred to such Participant 

(ii) Each Lender shall retain the sole right to approve, without the 
consent of any Participant, any amendment, 
provision of the Loan Documents 

modification or waiver of any 
other than any amendment, modification or 

waiver with respect to any Loan or Commitment in which such Participant has 
an interest which forgives principal, interest or fees or reduces the 
interest rate or fees payable pursuant to the terms of this Agreement with 
respect to any such Loan or Commitment, postpones any date fixed for any 
regularly-scheduled payment of principal of, or interest or fees on, any 
such Loan or Commitment, or releases all or substantially all of the 
Collateral, if any, securing any such Loan. 

(iii1 The Borrowers agree that each Participant 
have the right of setoff 

shall be deemed to 
provided in SECTION 9.09 hereof in respect of its 
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parciciparlng Inceresc In emOu"Xs owing under the Loan Doctm~nts to the 
e&me extent as of the amount of ice participating interest were OWL"9 
directly co it as a Lender under the Loan Documents, PROVIDED that each 
Lender shall retain the right of setoff provided in SECTION 9.09 hereof 
With respect to the amount of participating interests sold to each 
Participant except to the extent such Participant exercises its right of 
S&Off. The Lenders agree to share with each Participant, and each 
Participant, by exercising the right of Setoff provided in SECTION 9.09 
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hereof, agrees to share with each Lender. any amount received pursuant to 
the exercise of its right Of SetOff, such amounts to be shared in 
eccordance with SECTION 9.09 as if each ParciCiPant were a Lender. 

cc) Assignments. 

(i) Any Lender may, in the ordinary course of its business and in 
accordance with applicable law, at any time assign to one or more banks or 
other entities ("P"RCHASERS"1 all or a portion of its rights and 
obligations under this ~Agreement (including, without limitation, its 
Commitment and the Loa"e owing to it hereunder) in accordance with the 
provisions of this SECTION 11.08(c). Each assignment shall be of a 
constant, and not a varying, ratable percentage of all of the assigning 
Lender's rights and obligations under this Agreement. Such assignment shall 
be evidenced by a" Assignment Agreement substantially in the form of 
EXHIBIT 0 attached hereto and shall not be permitted hereunder unless such 
assignment is either for all of such Lender's rights and obligations under 
the Loan Documents or, for Loans and Commitments in a" aggregate principal 
amount equal to the lesser of $5.000,000 (which minimum amount may be 
waived by the Requisite Lenders after the occurrence of a Default) end such 
Lender's Commitment Amount. 

(ii1 Upon (i) delivery to the Agent of a notice of assignment (a 
"NOTICE OF ASSIGNMENT"I, together with any consent required hereunder, 'and 
(ii) payment of a $3,500 processing fee to the Agent for processing such 
assignment if such assignment is to a Person which is not an affiliate of 
the assigning Lender, such assignment shall become effective on rhe 
effective date specified in such Notice of Assignment. The assigning Lender 
shall be obligated to reimburse the Agent for all other costs end expenses 
associated with the preparation and execution of such assignment (including 
reasonable attorneys' fees arising out of such preparation and execution of 
such assignment). The Notice of Assignme"t shall contain a representation 
by the Purchaser to the effect that "one of the consideration used to make 
the purchase of the Commitment and Loans under the applicable assignment 
agreement are "plan assets" as defined under ERISA and that the rights end 
interests of the Purchaser in and under the Loan Ooc~ments will not be 
"plan assets" under ERISA. On and after the effective date of such 
asslg""ent, such Purchaser, if not already a Lender, shall for all pueposes 
be a Lender party to this Agreement and any other Loan Documents executed 
by the Lenders and shall have all the rights and obligations of a Lender 
under the Loan Documents, to the same extent 
party hereto, 

es if it were an original 
and no further consent or action by the Borrowers, the 

Lenders or the Agent shall be required to release the tran$feror Lender 
with respects to the percentage of the 
assigned co such Purchaser. 

aggregate Commitment end Loane 
Upon the consummation of any assignment to a 

Purchaser pursuant to this SECTION 11.08(C) (ii). the transferor Lender, the 
Agent and the Borrowers shall make appropriate arrangements so that 
=ePlaCemsnt Notes are issued to such transferor Lender end new Notas'or, ee 
appropriate, 
in principal 

replacement Notes, are issued to such Purchaser, in each ceee 
amounts reflecting their Commitment 

adjusted pursuant to such assignment. 
and their Loens, as 

100 

liiil The Agent shall maintain et its address referred to in SECTION 
11.01 a copy Of each assignment delivered to end accepted by it pursue"t to 
this SECTION 11.08 and a register (the "REGISTER") for the recoedation of 
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the nameS and addresses of the Lenders and the Commitment of and principal 
amount of the Loans owing to, each Lender from time to time and whether 
such Lender is an original gender or the assignee of anorher Lender 
pursuanr co an assignment under this SECTION 11.08. The entries in the 
Register Shall be conclusive and binding for all purposes, absent manifesr 
error, and the Borrowers, the Agent and the Lenders may treat each Person 
whose name is recorded in the Register as a Lender hereunder for all 
purposes of this Agreement. The Register shall be available for inspection 
by the p,o*~owers or any Lender at any reasonable time and fZOnl time to time 
Upon reasonable prior notice. 

SECTION 11.09. SEVERABILITY. In case any one or niore of the provisions 
contained in this Agreement or any other Loan Document shall be invalid, illegal 
or unenforceable in any respect, the validity, legality and enforceability of 
the remaining provisions contained herein and therein shall not in any way be 
affected or impaired thereby. 

SECTION 11.10. COVER PAGE, TABLE OF CONTENTS AND SECTION HEADINGS. The 
cover page, Table of Contents and section headings used herein are for 
convenience of reference only, are not part of this Agreement Bnd are not t-0 
affect the construction of 01 be taken into consideration in interpreting this 
Agreemenr. 

SECTION 11.11. COUNTERPARTS. This Agreement may be signed in 
counterparts with the same effect as if the signatures thereof and hereto were 
upon the same instrument. 

SECTION 11.12. APPLICATION OF PAYMENTS. Notwithstanding any contrary 
provision contained in this Agreement or in any of the other Loan Documents, 
upon the occurrence and during the continuance of any Event of Default, each 
Borrower irrevocably waives the right to direct the application of any and all 
payments at any time 01 times hereafter received by the Agent or any Lender from 
such Borrower or with respect to any of the Collateral, and such Borro"er does 
hereby irrevocably agree that the Agent Or any Lender shall have the continuing 
exclusive right to apply and reapply any and all payments received ar any time 
or times hereafter, whether with respect to the Collateral or otherwise, against 
the Obligations in such manner as the Agent or any Lender may deem advisable, 
notwithstanding any entry by the Agent or any Lender upon any of its books and 
records, subject. however, to the provisions of SECTION 2.08(c). 

SECTION 11.13. MARSHALLING; PAYMENTS SET ASIDE. Neither the ?+gent no+ 
the Collateral Agent shall be under any obligation to marshal1 any assets in 
favor of any Borrower or any other party or against or in payment of any 02 all 
of the Obligations. TO rhe extent that any Borrower makes a payment or payments 
to any Agent or any Lender or the Agent, 
enforces its security interests or 

the Collateral Agent or any Lender 
exercises its rights of setoff, and such 

Payment or payments or the proceeds of such enforcement or setoff or any part 
thereof are subsequently invalidated, declared to be fraudulent or preferential, 
ser aside and/or required to be repaid to a trustee, 
under any bankruptcy law, state or federal law, 

receiver or any other party 

then to the exrent of such recovery, 
common law or equitable cause, 

the obligation or part thereof originally 
intended to be satisfied shall be revived and continued in full force and =ffect 
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as if such payment had not been made or such enforcement or setoff had not 
occurred. 

SECTION 11.14. SERVICE OF PROCESS. EACH BORROWER WAIVES .PERSONAL 
SERVICE OF ANY PROCESS UPON IT AND, CONSENTS THAT ALL SERVICE OF PROCESS SHALL 
BE MADE BY REGISTERED NAIL, RETURN RECEIPT REQUESTED, DIRECTED TO SUCH BORROWER 
AT THE ADDRESS INDICATED IN SECTION 11.01 AND SERVICE SO MADE SHALL BE DEEMED TO 
BE COMPLETED FIVE (5) BUSINESS DAYS AFTER SAME SHALL HAVE BEEN POSTED AS 
AFORESAID. 

SECTION 11.15 WAIVER OF JURY TRIAL, ETC. EACH OF THE BORROWERS. THE AGENT, THE COLTATRRAT, 
PARTICIPATE IN RESOL1 

.- AG: 

OTHER 

ENT AND THE LENDERS WAIVES ANY RIGHT TO HAVE A JURY 
IING ANY DISPVTE, 

.WISE, BETWEEN THE AGENT, 
WHETHER SOUNDING IN CONTRACT, TORT, OR 

THE COLLATERAL AGENT OR ANY LENDER AND ANY 
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BORROWER ARISING OUT OF. CONNECTED WITH, RELATED TO OR INCIDENTAL TO THE 
RELATIONSHIP ESTABLISHED BETWEEN THEM IN CONNECTION WITH THIS AGREEMENT OR AN? 
OTHER LOAN DOCUMENT OR ANY OTHER INSTRUMENT, DOCUMENT OR AGREEMENT EXECUTED OR 
DELIVERED IN CONNECTION THEREWITH OR THF, TRANSACTIONS RELATED THERETO. EACH OF 
THE BORROWERS, THE AGENT, THE COLLATERAL AGENT AND THE LENDERS HEREBY AGREES AND 
CONSENTS THAT ANY SUCH CLAIM, DEMAND, ACTION OR CAUSE OF ACTION SHALL BE DECIDED 
BY COURT TRIAL WITHOVT A JURY AND THAT ANY OF THEM MAY FILE AN ORIGINAL 
COUNTERPART OR A COPY OF THIS AGREEMENT WITH ANY COURT AS WRITTEN EVIDENCE OF 
THE CONSENT OF THE PARTIES HERETO TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY. 

SECTION 11.16. CONFIDENTIALITY. NO Borrower shall at any time before 
or after payment in full and satisfaction of all of the Obligations, reveal, 
divulge or make known, or knowingly permit to be so revealed. divulged or made 
known, to any Person (including Persons within its own organization who do not 
have a definite need to know for the purpose of performance of this Agreement). 
the terms or conditions of the Fee Letters; PROVIDED that the foregoing shall 
not apply to information rsquired to be disclosed by order of a court of 
competent jurisdiction or in connection with any goverraental investigation (in 
each case to the extent disclosure is required, but no further) so long as such 
Borrower notifies the Agent in writing of any circumstances of which such 
Borrower is aware that may lead to such a requirement or order, so as to allow 
the Agent to take steps to contest such order or investigation; PROVIDED, 
FURTHER, that the foregoing shall not apply to information which is required to 
be disclosed by such Borrower or information which in the reasonable 
determination of such Borrower is desirable for such Borrower to disclose, 
pursuant to federal or state securities laws, p"rS"a"t to the rules or 
regulations of the FCC, any PUC or other applicable Governmental Authority, 0~ 
to Persons who are consultants, 
and a"ditors1, 

advisors (including but not limited to attorneys 
officers, directors or employees of such Borrower, provided that 

each such Person is required by such Borrower to keep such infoemation 
confidential. 
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SECTION 11.17. ENTIRE AGREEMENT, ETC. This Agreement 
schedules and exhibits referred to herein), 

(including all 
the Notes, the Fee Letters and all 

other Loan Documents constitute the entire 
with respect to the subject matter 

contract among the parties hereto 
hereof and thereof and shall supersede and 

take the place of any other instrument purporting to be an agreement 
parties hereto relafing to such subjecr matter. 

of the 

SECTION 11.18. NO STRICT CONSTRUCTION. 
participated, 

The parties hereto have 
jointly in the negotiation and drafting of this Agreement. In the 

event of any ambiguity or question of intent or interpretation arises, this 
Agreement shall be construed as if drafted jointly by the parties hereto and no 
presumption Or burden of proof shall arise favoring or disfavoring any party by 
Virtue Of authorship of any provisions of this Agreement. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to 
be buly executed by their duly authorized 
above written. 

officers as of the day and year first 

KM TELECOM INC., as a Borrov,er 

By: /s/ 
------------_--__-__-------------------------- 
Name: James D. Grenfell 
Title: Chief Financial Officer 
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KMC TELECOM II, INC., as a Borrower 

By: /s/ 

Name: James D. Grenfell 
Title: Chief Financial Officer 

KMC TELECO" III, INC., as a Borrower 

By: /s/ 
_-________-________-____________________------ 
Name: James D. Grenfell 
Title: Chief Financial Officer 

KMC TELECOM OF VIRGINIA, INC., as a Borrower 

B”: /s/ 

Name: James D. Grenfell 
Title: Chief Financial Officer 

KMC TELECOM LEASING I LLC, as a Borrower 
BY: KMC TELECOM INC., as Sole Member 

By: /s/ By: /s/ 
____________--__________________________------ ____________--__________________________------ 
Name: .,ames D. Grenfell Name: .,ames D. Grenfell 
Title: Chief Financial Officer Title: Chief Financial Officer 

KNC TELECOM LEASING II LLC, as a Borxower 
BY: I(MC TELECOM II, INC., as Sole Member 

By: /s/ 

Name: James D. Grenfell 
Title: Chief Financial Officer 

WC TELECOM LEASING III LLC, as a Borrower 
BY: KMC TELECOM III, INC., as Sole Member 

By: /s/ 
________-____-_________________________i------ 
Name: James D. Grenfell 
Title: chief Financial Officer 

KMC TELECOM.COM.-INC., as a Borrower 

By: /s/ 
__---___-____-__________________________------ 
Name: James D. Grenfell 
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KMC III SER”ICES LX, as a Borrower 
BY: KMC Telecom III, mc., as Sole “ember 

By: Is.1 __________-__---__--------------------- - - _ _ _ _ _ 
Name: James D. Grenfell 
Title: Chief Financial Officer 

NEWCOURT COMMERCIAL FINANCE CORPORATION, an 
affiliate of The CIT Group, IX., as a Lendef and 
as Collateral Agent 

By: /s/ 
___-____---___--__---------------------------- 
Name: Michael V. Monahan 
Title: Vice President 

FIRST UNION NATIONAL BANK, as a Lender and as 
Administrative Agent 

By: /s/ 

Name: Elizabeth Elmore 
Title: Senior Vice President 

GENERAL ELECTRIC CAPITAL CORPOR?.TION, as a 
Lender 

Name: Mark F. Mylon 
Title: Manager-Operations 

CANADIAN IMPERIAL BANK OF COMMERCE, as 
a Lender 

By: Is/ 
________________________________________------ 
Name: Ellen Marshall 
Title: Managing Director 

CIBC World Markets Corp., as Agent 

LUCENT TECHNOLOGIES INC., as a Lender 

Name: Dim Fede 
Title: Director-Customer Finance 
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BANKBOSTON, N.A., as a Lender 

By: /s/ 

Name: Michael A. Ashton 
Title: Vice President 

CREDIT SUISSE FIRST BOSTON, as a Lender 

By: /s/ 
________________-_______________________------ 
Name: Jeffrey 8. Ulmer 
Title: vice President 

By: /s/ 

Name: Douglas E. Maher 
Title: Vice President 

DRESDNER BANK AG NE" YORK AND 
GRAND CAYMAN BRANCHES, a* a Lender 

BY: /s/ 

Name: John P. Flesler 
Title: Senior Vice President 

BY: /s/ 

Name: Constance Loosemore 
Title: Assistant Vice President 

MORGAN STANLEY SENIOR FVNDING, INC., 
as a Lender 

BY: /s/ 
_________--__-_____-____________________------ 
Name: T. Morgan Edwards II 
Title: Vice President 

By: /s/ 
_____--_--------___--------------------------- 
Name : 
Title: 

"ORGAN STANLEY DEAN WITTER 
PRIME INCOME TRUST, as a Lender 

By: /s/ 
--_-_--_----__-____--------------------------- 
Name: Shelia Finnely 
Title: Senior Vice President 
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UNION BANK OF CALIFORNIA, es a Lender 

By: Is/ _______--___________-------------------------- 
Name: Keith M. Wilson 
Title: Vice President 

KEYPORT LIFE INSURANCE COMPANY, as a Lender 

By: /s/ 
____L____-__________-------------------------- 
Name: Brian W. Good 
Title: Vice President 6 Portfolio Manager 

STEIN ROE FLOATING RATE LIMITED 
LIABILITY COMPANY, es a Lender 

By: /s/ 

Name: Brian W. Good 
Title: Vice President, 

Stein Roe h Farnham Incorporated 
es Advisor to the Stein Roe Floating 
Rate Limited Liability Company 

ANNEX A 

COMMITMENT AMOVNTS 

REVOLVING LOANS 

Lender Revolving Loan Commitment Amount 

Newcourt Commercial Finance Corporation 
Canadian Imperial Bank of Commerce 
First Union National Bank 
General Electric Capital Corporation 
BankBoston, N.A. 
Credit Suiese First Boston 
Dresdner Bank AG New York 6 Grand 
Cayman Branches 
Morgan Stanley Senior Funding, Inc. 
Union Bank of California, N.A. 

s 22.500.000 
S 22,500,OOO 
s 37.500.000 
5 22,500,OOO 
s 14.000.000 
5 17,500,000 
5 14.000.000 

s 17.500.000 
s 7.000.000 
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TOTAL $175.000.000 

TERM A LOANS 

Lender 

Newcourt Commercial Finance Corporation 
Canadian Imperial Bank of Commerce 
First Union~National Bank 
General Electric Capital Corporation 
BankBoston, N.A. 
Credit Suisse Firsts Boston 
Dresdner Bank AG New York & Grand 
cayman Branches 
Keyport Life Insurance Company 
Morgan Stanley Dean wieter Prime 
Income Tr"St 
Morgan Stanley Senior Funding, Inc. 
Stein Roe Floating Rate Limited 
Liability Compan 
Union Bank of California, y.A. 
TOTAL 

Lucent Technologies 1°C. 

TOTAL COMMITMENTS 

TERM B LOANS 

Term A Loan Commitment Amaunt 

s 3.250.000 
5 3,250,000 
5 3,250,000 
s 3.250.000 
s 6,000,000 
s 7.500.000 
5 6,000.000 

5 5,000,000 
$25,000,000 

s 7.500.000 
s 2,000,000 

5 3,000,000 
575.000.000 

Term B Loan Commitment Amount 

$450.000,000 

s700.000,000 

FINANCIAL COVENANT INFORMATION 

ITEM 2 
FISCAL PUARTER ENDING MINIMUM REVENUES 

March 31, 2000 
June 30. 2000 
September 30. 2000 
December 31, 2000 
March 31, 2001 
June 30, 2001 
September 30. 2001 
December 31, 2001 
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S 24.935.000 
s 33,833.OOO 
5 43.122.000 
S 52,827,OOO 
S 65,937,OOO 
5 80,205,000 
5 92,926,OOO 
5103.370.000 
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ITEM 2 

115% OF EBITDA EBITDA LOSSES 
FISCAL QUARTER ENDING LOSSES LESS $7,500,000 

March 31, 2000 ($72,368,0001 l$70.429,000) 
June 30, 2000 ($78,372,000) l575.649.0001 
September 30, 2000 ($64,507,000) 
December 31, 2000 

~$63.593.000) 
($49,948,0001 

March 31, 2001 
($50,933,0001 

1525.563.000) 
June 30, 2001 s 1,082,000l1) 

i829.7.29.0001 
(S 6.227,OOO) 

ITEM 3 

FISCAL QUARTER ENDING 

September 30, 2001 
December 31, 2001 

85% OF EBITDA 
EBITDA LESS $7,500,000 

$20.668.000 $16,815,000 
$37.435,000 $36.541.000 

--___________________ 
ill This is a positive number. 

ITEM 4 
---___ 
FISCAL QUARTER ENDING 
----_________________ 

March 31, 2000 
June 30, 2000 
September 30, 2000 
December 31, 2000 
March 31, 2001 
June 30. 2001 
September 30. 2001 
December 31, 2001 

ITEM 5 
----__ 
FISCAL QUARTER ENDING 

CUMULATIVE CAPITAL EXPENDITURES 
PLUS $25,000,000 

----------------___-___________ 

742,645,OOO 
825,986,OOO 
895.254.000 
935.55E.000 
963,623,OOO 
992,069,OOO 

1.031,824,000 
1.060,558,000 

75% OF MINIMUM ACCESS LINES 
-_--_--__-_________________ 

March 31, 2000 106,672 
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June 30, 2000 137,394 
September 30, 2000 168,485 
December 31, 2000 203,380 
March 31, 2001 246,606 
June 30, 2001 296,940 
September 30, 2001 349,859 
December 31, 2001 403,132 

ANNEX C 

REVOLVING LOAN COMMITMENT REDUCTIONS 

PAYMENT DATE COMMITMENT REDUCTION 

April 1, 2003 
July 1, 2003 
October 1, 2003 
J~anuary 1, 2004 
April 1, 2004 
July 1, 2004 
October 1, 2004 
January 1, 2005 
April 1. 2005 
July 1, 2005 
October 1, 2005 
January 1, 2006 
April 1, 2006 
July 1, 2006 
October 1, 2006 
January 1, 2007 
April 1, 2007 

PAYMENT DATE 

5.00% 
3.75% 
3.75% 
3.75% 
3.15% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
7.50% 
7.50% 
7.50% 
7.50% 

TERM A LOAN REDVCTIONS 

Percentage of Outstanding Principal 
Balance of Term A Loans 

TO BE REPAID 

April 1, 2002 
July 1, 2002 

0.25% 

October 1. 2002 
0.25% n _Ico 

January 1, 2003 
April 1, 2003 
July 1, 2003 

“.LZS 

0.25% 
0.25% 
n 7c.P 

October 1, 2003 
".-do 

January 1, 2004 0.25% 

April 1. 2004 
0.25% 
0.25% 
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July 1, 2004 
October 1, 2004 
January 1. 2005 
April 1. 2005 
July 1, 2005 
October 1, 2005 
January 1, 2006 
April 1, 2006 
July 1, 2006 
October 1. 2006 
January 1. 2007 
April 1, 2007 
July 1, 2007 

July 1, 2003 
October 1, 2003 
January 1, 2004 
April 1, 2004 
July 1, 2004 
October 1, 2004 
January 1, 2005 
April 1, 2005 
July 1, 2005 
October 1, 2005 
January 1, 2006 
April 1, 2006 
July 1, 2006 
October 1, 2006 
January 1, 2007 
April 1, 2001 
July 1, 2007 

0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
0.25% 
47.50% 
47.506 

TERM B LOAN REDUCTIONS 

6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
6.25% 
7.50% 
7.50% 
7.50% 
7.50% 

SCHED"LE l.OllAl 

________-____i__________________________--------------------------------------- 
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Applicable Applicable 
Margin *or Margin for 
Base Rate LIBOR 

Loan.5 Loans 
_______----___------- ____________________-------------------------------------- 

Total leverage Ratio > 12.0x or EBITDA negative 3.00% 4.00% 

The Total Leverage Ratio 1 = 10.0x and < 12.0% 2.75% 3.75% 
The Total Leverage Ratio > = 8.0X and c 10.0x 2.50% 3.50% 
The Total Leverage Ratio > = 6.0x and < 8.0x 2.25% 3.25% 
The Total Leverage Ratio < 6.0x 2.00% 3.00% 

APPLICABLE MARGIN FOR TERM A LOANS 

Applicable Applicable 
Margin moor Margin for 
Base Rate LIBOR 

Loans LO=".9 

The Total Leverage Ratio > = 12.0x or EBITDA 
Wgati"e 
the Total Leverage Ratio > = 10.0x and < 12.0x 
The Total Leverage Ratio > = 8.0x and < 10.0x 
The Total Leverage Ratio > = 6.0x and < 8.0x 
The Total Leverage Ratio < 6.0x 

3.25% 4.25% 
3.00% 4.00% 
2.15% 3.75% 
2.50% 3.50% 
2.25% 3.25% 

APPLICABLE MARGIN FOR TERM B LOANS 

_______________--_______________________--------------------------------------- 
Applicable Applicable 
Base Fate LIBOR 

Margin Margin _______________--_______________________--------------------------------------- 

The Consolidated Leverage Ratio > 12.0x or EBITDA 3.25% 4.25% 

negative 
The Consolidated Leverage Ratio > 10.0x and < 12.0x 3.00% 4.0b% 

The Consolidated Leverage Ratio > 8.0x and < 10.0x 2.15% 3.15% 

The Consolidated Leverage Ratio > 6.0x and <,.8.0x 2.50% 3.50% 

The Consolidated Leverage Ratio < 6.0x 2.25% 3.25% 
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